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Re:  Docket No. AB-290 (Sub-No. 260X), Tennessee Kglilway
Company — Abandonment Exemption —In Anderson and
Campbell Counties, TN Offer of Financial Assistance

Dear Mr. Paschall:

Pursuant to 49 U.S.C. § 10904 and 49 C.F R. Part 1152.27(c)(2), the purpose of
this letter is to submit an Offer of Financial Assistance on behalf of National Coal
Corporation (“NCC”), to purchase the 27.01 mile line of railroad between Milepost
TE-0.95 near Oneida, TN and Milepost TE 27.96 at Nicks Creek, TN, that is the subject
of the referenced docket.

NCC hereby offers to purchase the lines in question, including all rail facilities,
appurtenances thereto and right-of-way, and to accept assignment of all of Tennessee
Railway Company (“TNR”) and/or Norfolk Southern Railway Company’s (“NS”) rights
and interests in all leases, easements and licenses that affect and relate to the line or right-
of-way, for Nine Hundred Three Thousand Five Hundred Fifty-Eight Dollars
($903,558.00). Because restored rail operations over the Oneida-Nicks Creek line is only
viable if the NS interchange at Oneida remains available on reasonable terms and
competitive line-haul rates are established by NS for tratfic interchanged at Oneida, this
offer is conditioned on NS and NCC or its designated operator entering into mutually

agreeable purchase, interchange, switch fee or rate divisions, and other applicable
agreements.
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As evidence of financial responsibility pursuant to 49 C.F.R. Part
1152.27(c)(ii)(B), NCC incorporates by reference the information submitted with
its May 20, 2005 Offer of Financial Assistance to purchase the Nicks Creek-Devonia
line at issue in Docket No. AB-290 (Sub-No.259X). This information clearly demonstrates
that a transaction of the type contemplated herein is well within NCC’s financial
capabilities.

The purchase price proposed herein includes $331,900 allocable to the real estate
that comprises the right-of-way underlying the line. This is equal to the estimated value
which NS provided in your letter to the undersigned dated April 15, 2005.

The balance of the purchase price ($571,658.00) is allocable to the net liquidation
value of the rail assets and other appurtenances on the line. This amount is less than the
value proposed by NS ($1,936,334) in your March 3, 2005 letter to Charles Kite, Esq. of
NCC. As detailed on Exhibit A to this letter, the difference is attributable to four factors:
the decline in market prices for scrap rail from $270 per ton in March 2005 to $125 per
ton today; the decline in market prices for recycled OTM from $280 per ton in March to
$160 per ton today; the decline in market prices for scrap or recycled turnouts from
$2,000 per unit in March to $750 per unit today; and a difference between NS’ estimated
cost of removal of the rail assets now in place and the estimate provided by NCC’s
expert, Dr. Richard Shure. NCC accepts NS’ calculations of the quantities of rail and
track materials on the line, and NS’ calculation of the number and salvage value of
crossties.

Exhibits B and C to this letter are documentation of the current market prices for
recycled steel and related materials upon which this offer is based. Dr. Shure’s salvage
cost estimate is predicated upon the same inspection tour and other information that
supports his salvage estimate for the Nicks Creek-Devonia line. We acknowledge your
letter of June 9, 2005, wherein you differed with Dr. Shure’s conclusions and cited a
claimed increase of only 5.9% in the RCAF-U since the First Quarter of 2001 in support
of your position. NCC is prepared to negotiate in good faith with NS regarding the
preservation of rail service over the entire Oneida-Devonia line, and the elements of this
and NCC’s prior OFA. As regards your claim regarding salvage costs and changes in the
RCAF-U, however, your calculation failed to account for the rebasing that took place in
2002. According to our calculations, the actual cumulative RCAF-U increase since 2001
was approximately 13.2%, not counting the most recent findings for 3Q05.
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We believe that this offer is bona fide, and that NCC has established its financial
responsibility within the meaning of 49 U.S.C. § 10904 and related regulations.
Consistent with the purpose of the STB’s June 17, 2005 Decision in both dockets, we
look forward to productive negotiations to secure the re-establishment of competitive rail
service from the Anderson/Campbell/Scott Counties coal sources.

Sincerely,

Kelvin J. Dowd >\

Attorney for
National Coal Corporation

cc: Hon. Vernon Williams
Secretary
Surface Transportation Board

Charles W. Kite, Esq.




Net Liquidation Value: Oneida to Nicks Creek Exhibit A
Gross Value

Units Unit Price Total
RAIL: 5961 NT $125 $745,125
OTM: 1925 NT $160 $373,760
TURNOUTS: 22 EA $750 $16,500
CROSSTIES: 21.392 EA $5 $106.960
GROSS SALVAGE VALUE: $1,242.345

Removal Costs

Units Unit Cost Total
DISMANTLE RAIL: 6280 NT $45 $282.600
DISMANTLE OTM: 1925 NT $45 $86,625
DISMANTLE TURNOUTS: 18 NT $500 $9000
TIE PROCESSING AND DISPOSAL:

Ties Unit Cost Total
PICK UP, BANK, STOCKPILE: 50,238 $1.50 $75,357
PICK UP, TRANSPORT, DISPOSE: 38,801 $5 $194,005

Xings Unit Cost Total
ROAD CROSSING RESTORATION: 22 $1,050 $23,100
TOTAL TO REMOVE AND MARKET: $670,687
NET LIQUIDATION OF TRACK AND MATERIALS: $571,658
REAL ESTATE VALUE: $331,900
TOTAL NET LIQUIDATION VALUE: $903,558
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